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LETTER OF TRANSMITTAL.

ITox. HIRAM W. JOHNSON, Governor,

Sdramento, California.

SiR/The investigation of state corporation tax rates upon which the

Board of Equalization has been continuously engaged during the last

four months has been completed, and herewith we transmit to you our

report embodying the results in the form of a comparison of these rates

with the average rate of taxation paid by property owners whose

property is locally assessed. Expressed in the briefest terms, the

purpose of the inquiry has been to determine by how much, if at all,

the taxes which the withdrawn&quot; public service corporations are

required to pay under the present schedule of rates, exceed or fall

short of what they would be required to pay if the average tax rate

in the State should be applied to them.

Although strict scientific accuracy is not attainable when the quan
tities dealt with are so much matters of opinion as arc the market

values of real and personal property, yet we feel confident that in

the figures given in this report a clo.se approximation has been obtained,

and that legislation which may be based upon this information should

result in doing substantial justice to all.

While reference must be made to the detailed report which follows

for a full statement of the conclusions which have been reached, a con

cise summary of them may be convenient and therefore it is furnished

in this letter.

It is the conclusion of the Board that

The average tax rate in the State for all property except that of the

withdrawn public service corporations is $1.1386 upon each $100 of

actual value.

The average rates of taxes paid by the several classes of the with

drawn public service corporations, as determined upon the basis of a

stock and bond valuation, are:

1. For railroads and street railways $0.9092 upon $100 of actual

value of property.
2. For gas and electric companies $0.75.

3. For telegraph and telephone companies $0.9060.
4. For car companies (Pullman Company only) $0.8813.
5. For express companies (Wells Fargo & Co. only) $1.5413.

The Constitution itself fixes the rates of taxation for the banks and
the insurance companies, being for the former 1 per cent upon the book
value of the stock (paid-up capital stock, surplus and undivided profits),
and for insurance companies, 1-J per cent on gross premiums, less return

premiums and reinsurance.
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Also, for franchises the Constitution prescribes the tax rate of 1 per

cent upon actual cash value to be determined in a manner to be provided

by law.

Such reasons as exist for the modification, in particular cases or

particular classes of cases, of the general averages above stated, are

fully set forth in the report.

Respectfully submitted.

EDWARD ROLKIN,
Member Board of Equalization First District.

JOHN MITCHELL,
Member Board of Equalization Second District.

R, E. COLLINS,
Member Board of Equalization Third District.

JEFF McELVAINE,
Member Board of Equalization Fourth District.

A. B. NYE.
Controller and Chairman.

T. M. EBY, Secretary.

Sacramento, January 13, 1913.
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INTRODUCTION.

The purposes of this report.

The new system of state taxation has now been in force for two full

years, and the experience of those two years affords much information

as to its operation. The financial results obtained, so far as the State is

concerned, are set forth in full in the report of the State Controller.

The work of the assessment of these taxes and the effect of the new

system upon the counties have been fully set forth in the last regular

report of the State Board of Equalization now in press. This report
contains a study of the effects upon the different classes of taxpayers.

The Board of Equalization was able to make the special investigation

of which the results are now reported without exceeding the appro

priations made for its use in 1911. The exhaustive statistical studies

of corporation values were made by Prof. C. C. Plehn of the University
of California, who is the regularly employed expert of this Board,
assisted by Stuart Daggett, Professor of Railway Economics, also of the

University. Acknowledgment should be made of the great courtesy of

the Railroad Commission, whose assistance was asked for at the com
mencement of the inquiry and which was freely rendered.

Reasons for this supplementary report.

Inasmuch as questions have been raised as to the adequacy of the

present state revenues to meet the increasing demands upon the state

treasury, and inasmuch as the equity of the rates of the state taxes

depends upon whether they impose a burden equal to, or greater or

less than, the average taxes levied upon property not taxed for state

purposes, it becomes the duty of the State Board of Equalization, under
section 3692 of the Political Code, and in furtherance of its powers
under other statutory provisions, to collect and report such data as may
be pertinent to a determination of any questions of equality or

equalization.
The Board has therefore pursued an invastigation along two lines :

first, it has endeavored to ascertain the proportion of the local taxes

to the true value of the property taxed for local purposes throughout
the state; and, second, it has endeavored to ascertain the ratio of the

state taxes levied upon the public utilities to the value of the property
used by them. With the data there are submitted such explanations
of the methods of collection as may be necessary to an understanding
of the significance of the facts. No specific recommendations are made,
for the reason that the data seem to be sufficient in and of themselves

for the forming of a judgment of what it is proper to do in the premises.

How the state tax rates were originally fixed.

The theory upon which the rates of the state taxes applied to the gross

earnings of the public service corporations were fixed was that these

rates would be substantially equivalent to the rates of taxation paid by
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other property owners that is, they should be the equivalent of the

average throughout the State, and not, necessarily, the equivalent of the

burden borne in any one locality.

The method by which the Commission on Revenue and Taxation of

1906 arrived at .the different rates for the different classes of public
service corporations was set forth at length in the report of that com

mission, beginning on page 93. In substance, that method was to

ascertain for each of the different classes of corporations the normal or

typical ratio of net earnings to gross earnings, and then to capitalize the

earnings so ascertained at a rate of interest assumed to constitute a fair

return to the investors in the securities of such classes of corporations.
A theoretical value for the property and franchises in use having been
ascertained in this manner, it was then assumed, (as the data then avail

able seemed to indicate to be the case), that the average burden of

taxation throughout the State was one per cent of the true value of the

taxed property, and one per cent of this theoretical valuation of the

typical corporation s property of each class having been computed, the

next step was to ascertain what rate applied to the gross earnings of

such companies would yield an amount equal to that one per cent of the

valuation. These theoretical rates, having been ascertained on the

basis of a study of the typical or normal company, were then tested

by ascertaining their probable effect upon California companies of each

of the different classes. The greater part of the report of the aforesaid

commission is devoted to the study of the business of the different

classes of companies. The rates arrived at in this way were, as finally
fixed by the Legislature in the constitutional amendment submitted to

and adopted by the people November 8, 1910, as follows:

For railroads, including street railways, 4 per cent of the gross

receipts.

For car companies, 3 per cent.

For express companies, 2 per cent.

For telegraph and telephone companies, 3J per cent.

For companies engaged in the transmission of gas and electricity,
4 per cent.

The rate for insurance companies was fixed at H per cent of gross

premiums, less return premiums and reinsurance.

The rates for banks and franchises, which are taxed on an ad valorem

basis, were fixed directly at 1 per cent.



SPECIAL REPORT ON TAX RATIO.

PART I.

THE AVERAGE BURDEN OF LOCAL TAXATION.

The average ratio of the taxes upon the property taxed for local

purposes to the full cash value of the property has been ascertained by
this Board to be, as already stated, approximately 1.14 per cent, or

more exactly 1.1386.

1. Methods ~by which this ratio was obtained.

The above ratio is not the average of the tax rates to the assessed

value of the property but the ratio of the total taxes, state (Panama-
Pacific Exposition), county, city and district taxes of every kind to an

appraised value supposed to represent the full cash value of the prop

erty. As is well known, the assessors rarely assess property at the full

market value thereof, but uniformly fall below that value. In some

cases they fall far below; in general a little more than 50 per cent

below. In order to ascertain the ratio of the tax to the market value of

the property it was necessary for the Board to ascertain the true market

value of property all over the State.

2. Sources of information.

The Board used the following means of obtaining the information

concerning the true value of property: first and most important, it

instituted the making of direct appraisements in thirty of the fifty-

eight counties of the State, somewhat after the plan followed in 1909

when appraisements were made for purposes of equalization; second,
in addition to this the Board had :

(1) Information concerning the sales and appraisements of property
made by the courts in probate proceedings.

(2) The appraisements made under the direction of the courts and

by appraisers selected by the State Controller for the purpose of fixing

the state inheritance tax.

(3) The appraisements of property which had been made in many
of the counties for the State Insurance Commissioner of the property

upon which the insurance companies wished to make loans.

(4) The information upon relative values and the many points in

volved accumulated by the Board in its past work of equalizing and

assessing taxes on property.

3. The selection of property for appraisement.

The first step in the work of the direct new appraisal was the selection

of the property for valuation. In making the selection the Board en

deavored to choose only representative property in each county. The
aim was to obtain the value of what might be termed standard or

normal property within the county property, that is, which is well

known, and which has a recognized saleable value on the market. For
that reason no property situated in subdivisions which had been recently
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opened up and placed on the market was included, because the value

of such property would be highly problematical. Property was selected

both inside and outside the corporate limits of cities and towns. The
reason for selection of outside property was to make it possible to obtain

correct data as to as many of the tax ratios on outside property as

possible. These selections were made fairly and without prejudice from

any previous knowledge, whatever, as to any tax ratios which might be

shown by these and every endeavor was made to select good samples.

4. Selection of appraisers.

The next step was to select appraisers. The endeavor was made to

have at least two in each county. Every effort was made to obtain the

services of experienced persons. Among the best appraisers found were
those who had already had experience in appraising property for the

local banks or for the banks situated in the larger cities. When one

such person was obtained in any case the effort was made to select for

the second appraiser a well-known real estate dealer of established repu
tation in whom the Board could have confidence and who knew in gen
eral the values which obtained throughout the county.

Generally it was not eas}
r to secure qualified appraisers who were

willing to act, and oftentimes, in the smaller and more remote counties,

it was impossible to find such persons who would undertake the work.

In some of these counties sales of real property occur so seldom that it

can hardly be said that such property has any established market value.

5. The work of the appraisers.

The appraisers were then furnished with typewritten lists of the

property selected within their county and upon these lists they were

instructed to set down the values to the best of their knowledge. The

appraisements were made mainly upon real estate. In the case of the

property outside of incorporated cities no attempt was made to have
the appraisers fix values upon improvements such as houses, barns,

fences, pumping plants, etc. The only improvements on &quot;outside&quot;

property on which appraisements were made were fruit trees, vines arid

alfalfa. In the case of &quot;inside&quot; property certain modern improve
ments were selected for appraisement, but these appraisements were
made separate and apart from the land appraisements. Our instruc

tions to these appraisers were that in giving us their judgment and in

placing a value on property they were to follow the definition of cash

value as laid down in section 3617 of the Political Code, governing
assessors in making assessments. We cautioned them that we did not

want &quot;boom&quot; prices, nor on the other hand low prices; we desired

the actual selling value of the property, the value for which property
might be sold in the open market within, say thirty days time. Of the

thirty counties in which appraisements were made there were some
three or four in which the appraisers in our judgment fell into error

as to the values of property or possibly sought to mislead the Board
upon the same point, but as all of the appraisals were carefully checked
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by such other information as the Board had from the sources above

referred to, these errors were easily detected. Whenever it was found

that the appraisements were different from the other information which

we had as to the property the attention of the appraisers was called

thereto and explanations obtained which enabled us to make corrections.

In three instances the appraisements were rejected entirely and the

valuations of the counties in question based upon other information,
such as returns of probate sales, inheritance tax appraisements, insur

ance appraisements, valuations of bank property, or information

secured by members of the Board during visits to these counties.

6. The computation of the ratio.

The Board then ascertained the total amount of taxes levied in each

county, including, as above stated, state, city, county, special road,

special school, sanitary, and all other special taxes which entered into

the total tax rate. Great care was exercised in this respect to see that

we ascertained every dollar of taxes which had been levied for what is

ordinarily termed &quot;county and municipal taxation.&quot;

Upon receipt of the appraisements from the appraisers the Board then

proceeded to ascertain the gross taxes of all kinds which were levied

upon the property appraised and by means of the county assessments

upon the same property we ascertained the percentage of assessed value

to the actual appraised value. We then divided the taxes by the actual

or appraised value of the property thus ascertained and obtained the

ratio above stated.

7. Valuations in counties where no new direct appraisements were

made.

In the counties where the Board did not obtain direct appraisements,
information concerning the percentage of assessed to actual value was

obtained in other ways. First, we applied to the assessor, explaining
to him the information we were seeking, the reasons for it, and asked

him to state, if he cared to do so, what percentage he endeavored to use

in arriving at his assessments of property. In nearly every case the

assessors furnished the information freely. Second, in most cases

members of the Board visited the counties in question and endeavored

to ascertain the ratio of assessed to true value by conference with real

estate men and others well informed as to values.

8. Revision and correction.

Finally, all the appraisements, when completed, were submitted to

the assessors for comment and criticism, and were corrected when good
reasons therefor appeared. In the opinion of the Board the appraise
ments are very fair and reliable. The fact that they were not to be

used for &quot;equalization&quot; purposes tended to make the appraisers and
assessors more frank with the Board than has been the case in the past.
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9. Statistical tables.

In the statistical tables which are appended to this report will be

found the evidence supporting the conclusions reached, in respect both

to local tax rates and to corporation valuations.

Table No. 1 shows the assessed values of non-operative property in

each of the fifty-eight counties, the estimated actual values, the total of

state, county, district and municipal taxes, the present average of total

taxes to assessed values in each county and also the average tax rate

which would prevail in each county if property were assessed at full

cash value.

Table No. 2 gives the tax data in greater detail, showing the amount

of each different class of taxes for all of the counties.

In Table No. 3 municipal assessments, taxes and tax rates for each

city and incorporated town are given.

Taxes, assessments and estimated actual values upon the per capita

basis are given in Table No. 4.

10. The total of taxes.

For the year 1912 the various classes and amounts of taxes collected

in the State of California (excluding the corporation taxes and all other

state taxes except Panama-Pacific Exposition taxes) are as follows:

State taxes _ $1,219.893 57

County taxes 34,070,537 rr.

Special school district taxes__ 5.737,365 41

Special high school taxes 4.745,900 89
Other special district taxes 359.424 3U

Municipal taxes (excluding San Francisco, listed as a

count}*) __. 15,950,599 52

Total . $62,089.727 24

Included in the above amount is $170,189.81 of taxes paid by with

drawn public service corporations on assessments of operative property
for Panama-Pacific Exposition purposes. Excluding this, we have

$&quot;62,519,537.43 as the actual total of property taxes paid in the State

by all taxpayers except the withdrawn public service corporations, and
which amount is to be balanced against the sum of $9.291.507.72, the

total of state corporation taxes paid by the withdrawn corporations.
The franchise taxes collected by the State do not enter into either side

of this calculation.

11. Per cent of assessed to actual value.

The total of the county assessment rolls for 1912 is $2.475.746.905,
and the estimated true value of the property assessed, as determined by
the methods already explained, is $5,490,934,141. In other words, the

proportion of assessed value to actual value is 45.1 per cent. This is

the average for the whole State, the individual counties, of course.

differing widely in their proportion of assessed to actual value.
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12. The average tax rate.

In the same way the average tax rate for the State is obtained by

dividing $62,519,537.43, the total of taxes, by $5,490,934,141, the esti

mated actual value. This rate is $1.1386 per $100 of actual value, as

before stated.

13. Oilier deductions from the tables.

Many interesting results not directly connected with the main purpose
of this inquiry are brought out in an examination of the columns in

these tables which give the percentages and per capitas of taxes paid.

The highest average tax rate for any county is $1.75 per $100 of actual

value, and the lowest is $0.609.

Of the fifty-eight counties, twenty-nine have each an average tax rate

exceeding $1 upon $100, and there are also just twenty-nine counties in

each of which the average tax rate is less than $1.

Of course there are many factors which enter into the making of the

average rate. Counties in which there are no large cities or incor

porated towns escape the additional burden of heavy municipal taxes

which in other counties go to swell the average, while, on the other hand,
the great centers of population are also the places in which the largest

masses of wealth have been accumulated. Yet the highest average of

weallh per head of population, over $6,000, is found in one of the

smallest and most remote counties in the State. In this case, of course,

it is the smallness of the population rather than the largeness of the

aggregate of wealth which produces the high average. Again, the

highest per capita rate of taxation, $40.38, is paid, not in Los Angeles
or San Francisco, but in an agricultural county in the heart of the

Sacramento Valley.

14. The total of taxes paid in California.

As a result of the Board s work it is possible to state accurately the

total of taxes paid for all purposes in this State. That total, including
all state taxes of every kind, and including poll taxes, inheritance

taxes, and the corporation license tax, not considered above, and all

local taxes (but excluding city and county licenses which could not

be obtained accurately, but amount to at least $3,000,000) is

$76.076,901.20.

Taking the population of the State in 1910 as 2,377,549 the per
capita burden is $32.00. The burden of local taxation alone, as shown
in Table IV herewith, is $26.30 per capita. Hence the State s taxes

amount to $5.70 per capita.

L~&amp;gt;. Eighty-five per cent of the State s roll tested by the appraisements.

Twenty-six counties in which appraisements were made and in which
the appraisals were deemed fair, aggregated $2,113,867,583 in assess

able values out of a total assessment in the State of $2,475,746,905,
or 85 per cent of the total. The appraisements in these twenty-six
counties showed an assessment of 45.2 per cent of actual. This vir-
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tually sustains the findings shown in Table I wherein the assessed

value to actual value is shown to be 45.1 per cent.

16. Percentage of assessment of banks 1912. (Based upon 1911

county assessments.)

The banks are required to file with the State Board of Equalization,

among other things, the book value of their real estate and the assessed

value thereof. The book values so reported are checked by the Board
with a view to preventing undervaluation which might lessen thr banks

taxable assets.

In the case of 561 such reports by banks the assessed values ranged
from 20 per cent to 65 per cent of the book values and averaged 40

per cent.

This average is the more significant in that practically one half the

cases are less than 40 per cent and one half more than 40 per cent.

As this property is scattered about the State and a large part of it

is in cities, the result may be regarded as highly reliable and in

structive.
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PART II.

THE AVERAGE BURDEN OF STATE TAXES ON THE COR
PORATIONS.

1 . Comparison of ad valorem taxes with taxes based on gross receipts.

In order to compare the burden of the taxes on the corporations with

the burden of the taxes upon the property taxed for local purposes it is

necessary to reduce the corporation taxes to an ad valorem basis. Thus,

the tax on the railroads and street railways is 4 per cent of the gross

receipts. To compare this with the taxes on the lands of the State it is

necessary to ascertain what ratio the taxes of the corporations bear to

the value of the operative property used, and taxed in this manner.

As the state taxes on banks and on franchises are direct ad valorem

taxes no such computation is necessary in these two cases
;
but for the

railroads, street railways, gas and electric companies, telegraph and

telephone companies, car companies and express companies the state

taxes are all computed on the basis of gross receipts, and hence, for

comparison, must be reduced to a ratio to some valuation of the

property used.

2. Methods of valuation.

The various methods which might be used to value the property
covered by the gross receipts taxes are set forth in full below. The
results may be summarized first.

3 Method used by commission of 1906.

The tax commission of 1906 aimed to fix the ratio on gross receipts at

approximately the equivalents of 1 per cent on the value of the property
used. It used primarily the method known as &quot;capitalizing net earn

ings.&quot; The technical details of the commission s method of computation
are set forth and illustrated in the report and need not be gone into here.

This method of &quot;capitalizing net earnings&quot; rests on the fact that the net

earnings determine the value of the property. The commission applied
this method to normal companies of each of the different classes and
arrived at the following conclusions and recommendations as to the tax

rates on gross receipts. (See. particularly, page 19 of the report of that

commission.)

4. Commission s recommendations.

&quot;On all railroad companies, including street railways, tax rate recom

mended, not less than 4 per cent nor more than 5 per cent : on all

sleeping car. dining car, drawing room car, palace car companies,

refrigerator, oil. stock, fruit, and other car loaning and other car

companies, tax rate recommended, not less than 4 per cent nor more
than 5 per cent. On all express companies, tax rate recommended,
3 per cent. On all telephone and telegraph companies, tax rate recom-
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mended, 3^ per cent. On all companies engaged in the transmission

and sale of gas or electricity, tax rate recommended, not less than

4 per cent nor more than 5 per cent.&quot;

5. Fates adopted.

The Legislature, in 1907, in preparing the constitutional amendment
for submission to the people, adopted the lower of the two rates recom

mended by the commission for railroads, including street railways, and
for gas and electric companies, namely, 4 per cent, reduced the recom

mended rate for car companies to 3 per cent and for express companies
to 2 per cent, while it adopted the recommended rate for telegraph and

telephone companies of 3J per cent.

These are the rates now in force.

6. Kccomputation of the commission s 1906 figures for 1911.

A recomputation of the rates by the same method as was used by the

commission of 1906, but using the gross and net receipts for 1911

instead of those for 1906, gives substantially the same results as were
reached by the commission, except in two cases express companies and
car companies.

(a) Railroads.

Thus the commission based its recommendation as to railroads and
street railways on data showing that (see page 180 of the report) :

Of every $100 taken in as gross earnings from operations by the

railroads, from $34 to $39 are net; that is, are available to pay
interest, dividends, or other capital charges. The normal per
centage of net to gross is in California about 36 per cent.

The commission found (see page 191) that street railways were sub

stantially the same as steam roads as to the ratio of net to gross receipts.
An accompanying table shows that for the steam railroads of the

country at large the ratio of net to gross, taxes already deducted, is

slightly declining. Thus in 1906 it was 33.91 per cent and in 1912
30.83 per cent. The ratio of net to gross as reported to this Board for
the California railroads and street railways, taxes not deducted, was
as shown in detail in accompanying table 36.86 per cent. This is very
close to the figures for 1906.

(b) Gas and electric companies.

The conclusions of the commission of 1906 as to gas and electric com
panies (as given on pages 210 ff. of their report) were that with due
allowance for depreciation the ratio of net receipts to gross receipts was
about the same as that of the railroads, and hence the commission recom
mended the same rates of taxation, to wit : not less than 4 per cent, nor
more than 5 per cent.

The ratio of net receipts to gross receipts of gas and electric com
panies as reported to this board for the year 1911, and as shown in
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detail in an accompanying sheet, was on the average 38.23 per cent.

This agrees substantially with the railroad ratios above given.

(c) Telegraph and telephone companies.

As to telegraph and telephone companies the commission of 1906

found the following (page 208) : &quot;Taking all the foregoing tables and

facts into consideration, the telephone and telegraph interests seem to

represent a business whose net earnings are about 20 per cent of the

gross earnings. On that basis it computed the rate at 3J per cent. A
detailed table submitted herewith, based on reports to this Board, shows

that the average ratio of net receipts to gross receipts in 1911 was 21.1

per cent, which again is very close to that former rate.

(d) Car companies.

The car companies and the express companies, each of which groups
are represented by a single company, so large as to overshadow all

others, namely, the Pullman Company and Wells Fargo & Co., are

both engaged in litigation with the State over their taxes. Both claim

that the taxes are excessive even at the rates fixed by the Legislature
in 1907 and 1909, which were below those recommended by the com
mission. A recomputation of the rates for these two classes seems to

show that the tax rates fixed by the Legislature yield a return more

nearly equivalent to 7 per cent of the property as it stands to-day than

would the commission s rates, after a lapse of six years have done.

As to the Pullman Company it should be said that the commission had

insufficient data. The Pullman Company did not furnish the commis
sion of 1906 with data for a computation and that commission made
its own estimate of the earnings. That defect can now be supplied.
The Pullman Company reported to the Board that in 1911 its gross

receipts for the entire system were $76,257,749.76, of which $11,101,-
201.15 were net, or a ratio of 14.55 per cent. The Pullman Company s

stock is selling on a 5 per cent investment basis. Hence by the com
mission s method a rate of 3 per cent for the tax on gross receipts would
be the equivalent of 1 per cent on the property used, as against 4 per
cent to 5 per cent recommended by the commission. It appears that

the judgment of the Legislature was more accurate than that of the

commission.

(e) Express companies.

In the case of the express companies two fundamentally different

methods of denning gross receipts seem to prevail. One includes and
the other excludes wThat is paid to the railroads for &quot;express priv

ileges.&quot; Thus one express company not operating very extensively
in California reports to this Board gross receipts for the entire system
as $42,500,000. This makes no allowance for what is paid to the rail

roads because such an allowance would not be permitted under our
tax law. But the same company reports in the financial manuals that
its gross receipts are $22,300,000, the difference being obviously what
was paid for express privileges. Taking the definition of gross receipts

2 E
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as exclusive of the express privileges the commission s ratio of 15 per
cent net is still true to-day, but taking the larger figure for the gross

receipts the ratio of net to gross is much lower.

Wells Fargo & Co. reports gross earnings for the entire system in

1911 at $28,498,682.58, net $2,461,792.95 or 8.64 per cent. This is a

little over one half the ratio of net to gross receipts estimated by the

commission of 1906 which was 15 per cent. Estimated by the com
mission s method on 8.64 per cent net instead of 15 per cent the tax

on gross receipts at 2 per cent is the equivalent of 1 per cent on the

property. This again supports the judgment of the Legislature as

against that of the commission.

It appears from the above that upon the basis of a valuation made

by the methods used by the commission of 1906 the present taxes based

on gross receipts are substantially the equivalent of 1 per cent on the

value of the property used.

7. The stock and bond valuation.

Another method of testing the burden of these taxes is to make a

valuation by the so-called &quot;stock and bond&quot; method. This consists in

finding out what the shares of stock and the bonds are selling for and

multiplying the number of shares and bonds outstanding by the price

per share or per bond.

The strength and weakness of this method are set forth in full below.

as are also the difficulties encountered in applying it. It must be

admitted that this method will generally give the highest value that can

be arrived at by any approved method of valuation. The result by this

method undoubtedly includes some elements of value not included in,

and hence not comparable with, the appraised values of property locally

taxed as set forth in the first part of this report, and your attention is

respectfully directed to these objections to the method.

In spite of its admitted Aveaknesses, however, this method of valua

tion is practically the only one available that is based on concrete facts

and is practically free from assumption, hypotheses, and theories.

With proper allowance for the non-comparable elements of value

included it can be used to check the more theoretical results above

set forth.

8. Results of stock and bond valuation.

As set forth in detailed tables at the end of this report, this method

gives the following results. The valuations, taxes, and ratios of taxes

to the value of the property used, when such property is valued by the

stock and bond method, were found to be :

Classes. Valuations. Taxes.

For 192 companies of all classes, which were valued
j
$854,060,888 ; $7,506,206 71

j

.8789%
For 63 railroads and street railways which were valued

j

601,365,823 5,467,408 07
|

.9092%
For 82 gas and electric companies which were valued 185,877,507

!

1,393,882 11 ! *.75 %
For 47 telegraph and telephone companies which were valued 53,405,710 483,110 45

j

.9050%
For 1 car company which was valued

| 6,804,932 ! 59,971 06
I .8813%

For 1 express company which was valued i 6,606,916 101,835 02
j

1.5413%

*See explanation in next paragraph.
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9. Explanation of low tax ratio oft gas and electric companies.

The difference between the ratio of taxes to value of the gas and
electric companies and those of the railroads and telegraph and tele

phone companies is a striking feature of the above results. This is

the more remarkable since the ratio of net to gross earnings places
them in the same class with the railroads. The explanation lies in

the fact that practically all the larger companies in this group are

developing new resources and are preparing or have prepared to render

more service to the public than is now demanded. Thus the Pacific

Gas and Electric has installed at great expense hydroelectric plants
and other facilities not yet used to anywhere near full capacity. The
same is true of the Pacific Light and Power Corporation. These invest

ments and the reasonable or the speculative expectation of future

increase in earnings are reflected in the stock and bond values. By
way of contrast attention may be called to the Los Angeles Gas and
Electric Corporation, with comparatively less unused plant, whose tax

ratio is 1.1824 per cent as against 0.7037 per cent and 0.7089 per cent

for the two former companies respectively.

A gross receipt tax is essentially a tax on realized values and not on

future values.

That the foregoing is the correct explanation of the difference is very

clearly proven by a comparison of the stock and bond values with net

operative revenues. The stock market according to the data here

presented capitalizes railroad earnings on a basis of 6.4 per cent, but

the stocks and bonds of gas and electric companies are selling on a

basis of 5.75 per cent. There is no reason why investors should pay a

higher price on the basis of present earnings for the securities of gas
and electric companies than they pay for securities of old and well

established railroads, except for the expectation of larger profits in

years to come. In fact, the reverse would be the case except for rea

sons above stated.

To what extent the average ratio of 0.75 per cent for these com

panies should be corrected in order to make it a fair comparison writh

the other classes is a matter of judgment.

10. Differences between companies.

Another of the striking features of the general tables is the marked
differences between the tax burdens of different companies. Thus the

ratios of the railroads range from 0.3417 per cent to 1.6588 per cent,

those of the gas and electric companies from 0.3089 per cent to 4.4112

per cent, and those of the telegraph and telephone companies from
0.6286 per cent to 2.5014 per cent.

A similarly wide range of differences is shown in the tables showing
the ratio of net receipts to gross receipts, which run from a deficit to

90 per cent and over.

It also appears that some of the smaller companies are taxed more

heavily than some of the larger companies. To show the extent of
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this tables have been compiled for the larger companies in each group.

To some extent the higher rate on small companies is a false showing.

The smaller companies cannot be valued as exactly as can the larger

ones since their securities are not so often bought and sold. Further

more, investors in small public utilities will not purchase such stock

and bonds on as favorable terms as they will the securities of larger

concerns where the risk is less. The taxes on the larger railroads aver

age .9169 per cent of the stock and bond values; all others .7901 per

cent. The larger gas and electric companies average .7246 per cent;

the smaller .8325 per cent. The larger telegraph and telephone com

panies average .8295 per cent; the smaller 1.7440 per cent.

But the differences between companies are no more striking than

the differences between the counties, where the taxes range from $0.609

to $1.75 per $100 of true valuation, or from $11.83 to $40.38 per capita.

It appears that there are quite as great differences between individual

taxpayers as between these companies.

11. Results of stock and ~bond valuations compared with a capitalized

value of earnings.

A rough test of the accuracy of the stock and bond valuation can be

made by ascertaining what rate of return the net operating revenues

afford on this valuation. It is quite generally assumed, and was

strongly urged upon the Board by representatives of the corporations,

that a capitalization of net earnings at say 7 per cent would be a better

method of valuation than the stock and bond method. The hyper
critical nature of this proceeding seems to make its use inadvisable.

But it is possible to reverse the method and ascertain at what rate the

net revenues would have to be capitalized to obtain the stock and bond

values. These results are set forth in the table immediately following.

They confirm in a general way the accuracy of the stock and bond

valuation.

A word of warning as to the use of these figures is in place. The

reports called for by this Board require a statement of operating

expenses pure and simple and a statement of taxes separately. It does

not permit taxes to be included in operating expenses. But both the

Interstate Commerce Commission and our State Railroad Commission

require the companies to report taxes as operating expenses. Hence it

is probable that in some cases companies have reported to this Board in

the same manner as they do to the two commissions. As this part of

the report is not used in computing taxes, a correction of this item was
not called for, and it has not been possible in every case to determine

whether taxes have been included or not. Every effort, however, was
made to exclude the taxes. But in spite of the effort some may have

remained in.

Depreciation is more freely reported to this Board than to the State

Railroad Commission for obvious reasons, and some of this element is

possibly included in operating expenses. It has proven impossible in

the short time available to check up the reports for this item.
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12. Table comparing stock and bond valuations with net operating
revenues.

Railroads and street railways, valued at

California net operating revenue, taxes not deducted.

Percentage of capitalization
California net operating revenue, taxes deducted...

Percentage of capitalization

Gas and electric companies, valued at

California net operating revenue, taxes not deducted..

Percentage of capitalization
California net operating revenue, taxes deducted

Percentage of capitalization

Telegraph and telephone companies, valued at

California net operating revenue, taxes not deducted.

Percentage of capitalization
California net operating revenue, taxes deducted

Percentage of capitalization

$601,365,823 00

$44,169,179 44

7.3 per cent

$38,701,771 37

6. 435 per cent

$185,776,545 00

$12,079,309 88

6.5 per cent

$10,685,427 77

5.75 per cent

$53,315,203 00

$3,742,026 15

7.02 percent
$3,262,954 70

6.12 per cent

13. Reliability of the results.

Tables have been prepared showing the sources of the data for each

class of companies. From these it will be seen that the results are based

on actual quotations or similarly unestimated data covering over 80 per
cent (more exactly 83 per cent) of the total valuations. The remaining
20 per cent (more exactly 17 per cent) has been most carefully esti

mated. But even if an error as great as 25 per cent should have crept
into this part, and where we reckoned $20 it should have been either

$15 or $25, the ultimate result would have been in error not more than

plus or minus three in the fourth decimal place (it.0003). This is a

negligible margin of possible error.

14. The Board s file of data.

The reports of the appraisers and all the data collected as to land
values are on file in the office of this Board. A special file has also been
made of all the data used in computing the corporation values, and
included therein are all the original computation sheets, correspondence,
and all other documents used. By reference to these files it will be

possible to check up any one of the figures presented herein.
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PART Ml.

GENERAL DISCUSSION OF METHODS OF VALUATION FOR
PUBLIC SERVICE CORPORATIONS.

With the growth of public utilities commissions much attention has

been devoted to the methods of valuation for public service companies,
and we are able to present an analysis of the significance of the various

methods.

1. Methods differ according to the purpose of the valuation.

Mr. Kobert H. Whitten, connected with the Public Utilities Commis
sion of the State of New York, in a volume entitled Valuation of

Public Service Corporations,&quot; published in 1912, states that:

Official valuations of the property of public service corpora
tions are made for four general purposes: (1) Taxation; (2) Ac
counting and Capitalization; (3) Public Purchase; (4) Rate

Making.&quot;

He points out that the valuation is dependent on the purpose:

&quot;A fundamental question is whether the identical valuation can

serve for all of the four general purposes for which public valua

tions are made. Is valuation the same regardless of the purpose
or is valuation meaningless unless used with reference to some

specific purpose? Upon the answer to this question depends the

use that can be made of precedents concerning the rules and
elements of valuation as laid down by courts and commissions. As
a matter of fact the courts and commissions in their opinions often

recognize that valuation or specific elements of valuation may vary
with the purpose. The best considered decisions are undoubtedly
those in which the problem of valuation has been worked out solely

with reference to the specific purpose for which the valuation was
made. The result has sometimes been less fortunate when the

reasoning has been influenced by the fact that because it was just
and reasonable to adopt a particular rule in a valuation for a dif

ferent purpose it was consequently proper to adopt the same rule

for the purpose at hand.&quot;

The same author quotes from the Valuation Committee of the

National Association of Railway Commissioners a statement published
in their proceedings of the twenty-third annual convention held in

October, 1911, as follows :

There is no inherent inconsistency in using one method of

valuation for tax purposes and another method for rate purposes.
The tax, by whatever method assessed, is considered an operating

expense in fixing rates, and is, therefore, borne by the user of the

service wherever rates of charge are strictly regulated. Methods
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of ad valorem taxation must be worked out with an eye single to

what is just and practicable in taxation, and methods of valuation

for rate purposes must be worked out with an eye single to what is

just and constitutional in rate making.&quot;

2. Methods of valuation in matters of taxation.

The method of valuation for the purpose of taxation must be deter

mined by the character of the tax system and the laws in force relative

to taxation. It is the spirit of the California tax system that all prop

erty, including franchises, shall be taxed. (San Jose Gas. Co. vs. Jan

uary, 57 Cal. 614; Spring Valley Water Works vs. Schottler, 62 Cal.

69
;
Bank of California vs. City and County of San Francisco, 142 Cal.

276). This fact reduces the methods of valuation for tax purposes to

two. Neither of these methods will give results that are strictly com

parable with the appraisements put upon property taxed for local pur

poses ;
but with a proper allowance for the difference in the meaning of

the figures, a fair conclusion as to the adequacy or inadequacy of the

rates may be arrived at. These two methods are :

1. A valuation of the property used by the so-called stock and bond

method.

2. Capitalization of the net earnings, with proper deductions for

depreciation, for the limitation of franchises, and for a reserve to

equalize dividends and other elements.

3. Differences between a tax valuation and a &quot;physical valuation.&quot;

The main difference between a valuation made for purposes of taxa

tion, or for estimating the effect of taxes, and a valuation such as the

physical valuation now being made by the Public Utilities Commission

of California, is found in the fact that the former may properly contain

certain elements of franchise value or other intangible values which

would not necessarily be included in a valuation made for rate making
purposes. All of these elements of value would necessarily be included

in a valuation made by the capitalization of earnings or by the so-called

stock and bond method.

4. The meaning of a stock and bond valuation.

The stock and bond method of valuation consists in ascertaining the

aggregate value of the property by multiplying the number of shares

of stock or of bonds issued and outstanding by the market values of

the different securities as ascertained by quotations upon the stock

exchanges or from sales or offers to purchase the securities. Of this

method the Hon. B. Meyers, now a member of the United States Inter

state Commerce Commission, says in Census Bulletin number 21, &quot;Com

mercial Valuation of Railway Operating Property in the United States :

1904&quot;:

&quot;The method of valuing railway properties on the basis of the

market quotations of their stocks and bonds is regarded by many
as the most defensible of all methods, for the reason that the price
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of railway securities established on the stock exchanges is the

resultant of a combination of the greatest possible number of judg
ments. Thousands of men are constantly endeavoring to surpass
one another in the fullness and accuracy of their knowledge of the

value determining factors affecting any given security and to turn

their superior knowledge into profits. The inevitable outcome of

this process is the establishment of a list of prices which represents
the crystallization of the best judgment respecting the value of

property ;
and when these prices are determined over long periods

of time by methods as detailed and cautious as those employed in

this investigation, no objection can reasonably be made against
their use on the ground of their speculative character.

The greatest difficulty in applying the stock and bond method in

arriving at a commercial valuation of railway property devoted to

operation lies in the separation from the former of property not

devoted to operation.&quot;

5. Advantages and disadvantages of stock and bond meiliod.

The stock and bond method of valuation has its advantages and dis

advantages. The advantages are that by this method one can arrive at

a very definite figure, especially where the securities are quoted on the

stock exchange and frequently dealt in and the figure so obtained is

fairly free of assumption. The disadvantages are that the quotations
may be affected by a considerable number of considerations not all

strictly pertinent to the true value of the property even for the purposes
of taxation. Among these considerations reflected in the market quota
tions of the stocks and bonds are :

1. Future prospects and possible earnings not yet realized.

2. Many market influences, such as the scarcity or abundance of

capital, high or low rates of interest, and the like.

3. The desire of certain persons to obtain control of the company and
so-called &quot;manipulation&quot; of the market.

4. The effort of those concerned in the management of the company
to protect the apparent values of the securities of which they hold large
amounts by buying up, even at high prices, any shares or bonds that

may be offered for sale.

5. Governmental action, such as statutes looking toward the control
of rates, or other regulative measures.

6. Lawsuits of one kind or another affecting the property, as

exemplified in the recent drop in the value of the securities of the
Southern Pacific Company.

7. Rumors, favorable and unfavorable.
Of these the first two namely, future prospects, and money market

influencesaffect all values even of real estate and especially of unused
lands, although they enter to a far less extent into the values of lands.

Hence, they are not elements which invalidate although they somewhat
modify any comparisons between the values of public service companies
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and the values of other taxable property. But the remaining five are

all elements peculiar to stock and bond values alone and are false factors

so far as comparisons with other taxable property are concerned.

6. Special difficulties in applying this method to California companies.

In applying this stock and bond method of valuation to the public
service corporations of the State it was found that the first of these

difficulties was very serious in the case of certain California corpor
ations. Thus, for example, it was found that the Western Pacific Rail

way Company showed a very high valuation on the basis of the quota
tions of its stocks and bonds, as compared with its present earnings
and taxes. It is perfectly obvious that this, being a new road, is not

yet earning up to its full capacity and that the stock and bond values

are influenced by the reasonable expectation that in years to come
traffic over that great system will largely increase. Again, the stock

values in this case are influenced by the known cost of construction.

Another striking instance of the same kind is the Great Western Power

Company, which between 1910 and 1912 practically doubled its actual

investment in its power plants and lines and which has not yet come
to the point of full service, as compared with its rivals. It is clear

that the investment in new development during 1911 contributed in

no way to the earnings of that property for 1911. A tax on gross

receipts is essentially a tax on realized value, not on future values.

Another difficulty found in the case of some of the smaller Cali

fornia companies was that the stocks and bonds were not all traded in

upon the exchanges, and it was, therefore, sometimes difficult to arrive

at a valuation.

But the greatest disadvantage of the stock and bond method is, as

stated by Mr. Meyers, above referred to. that the result obtained covers

&quot;the value of all the property of the company, whether devoted to

operation or not lands, real estate in cities, mines, manufacturing
plants, elevators, warehouses, stocks and bonds of other companies,
etc. To untangle all these items and make the proper deductions from
the total value represented by the stocks and bonds is a task too large
for six months time, if it were thought desirable to undertake it. In

deed, single railway companies could scarcely be unraveled within the

time allowed.

In spite of all these difficulties it was held that it would be worth
while to attempt a stock and bond valuation of California companies.
The last and greatest difficulty was surmountable in California because
of the sharp line drawn between operative and non-operative property
in our tax system. In the actual working out of the valuation this

difficulty did not prove to be as serious as was expected. We could,
for example, in many cases ascertain the value of bonds not quoted
on the stock exchange by observing the quotations of other bonds of

the same companies to which the unquoted ones were closely analo

gous, and, in the end, it was found that in the case of the railroads
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the capitalization method had to be applied only to approximately

$28,500,000 out of $601,000,000 and that mainly on stock. In the case

of the gas and electric companies the amount of value estimated by
the capitalization method was $20,000,000 out of $186,000,000.

To make this matter clear a concrete example may be cited. In the

case of one company actual quotations were found for one issue of bonds

amounting to $5,300,000, another issue of $250,000, another issue of

$250,000, and still another of $14,460,000. Then an issue of bonds for

$1,600,000 was found which stood on practically the same security as the

others and could therefore be taken to be of the same relative value.

But the stock of this company was not quoted and the net earnings were

capitalized at 7 per cent, which, with due allowance for depreciation,

reserve, and other elements, gave us a valuation of $7,400,000 for the

stock. Thus it was that $7,400,000 was estimated by this method out

of $29,260,000.
In making the stock and bond valuations this Board utilized not

only the reports filed by the companies with the State Board of Equal

ization, but also the reports filed by the same companies with the Public

Utilities Commission, which are in some cases more complete.
The data reported in Poor s and Moody s Manuals and in Walker s

Manual of California Corporations were also used. Discrepancies
were referred to the companies for correction.

7. Detailed description of the methods ~by which the statistics were

compiled.

In order that the statistics presented herewith may be better under

stood, the methods by which they were obtained may be explained, as

follows :

First The amount of stocks and bonds outstanding at par value has

been obtained from the reports filed by the corporations with this

Board. These reports were then checked by comparison with data

given in Poor s and in Moody s Manuals of Corporations and in

Walker s Manual of California Corporations and by the report filed

with the Railroad Commission. When any discrepancies wrere found,
an explanation thereof was obtained from the proper officers of the

companies.
Second Quotations for such of these securities as are dealt in on the

San Francisco and Los Angeles exchanges were obtained directly from
the reports of these exchanges. Quotations for such of the securities

as are dealt in on the New York exchange were taken from the New
York Financial and Commercial Chronicle. The quotations used were
the averages of the low monthly prices for the year ending December 31,
1911. Where no sales were recorded, but quotations were nevertheless

offered, the prices used were the averages of the first six daily &quot;bid&quot;

prices in each month of the same year.
Third Where actual quotations could not be found, the data were

extended by estimates in three ways:
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(a) In some cases, as, for example, in the case of the Southern

Pacific Company, enough quotations and values of bonds were available

to make it possible, with the aid of bond tables, to ascertain the average

rate of return obtained by investors in securities of the system, and

reversing the process, the values of those securities not quoted were com

puted on the assumption that they would be bought by investors at a

price yielding them the same rate of return as did those quoted.

(!}) In other cases it was found possible to estimate the value of an

unquoted bond by reference to some similar bond of the same company
for whih a quotation was obtained.

(c) In a number of cases, mostly those of small companies, it was

assumed that 5 per cent bonds, the interest upon which does not absorb

one third of the earnings of the company after the operating expenses

and depreciation had been allowed, would sell at par, while an issue of

bonds of another company, the interest on which amounted to between

one third and one half of the net earnings, would be worth 90, and

bonds, the interest upon which absorbed more than one third of the net

earnings, would be worth less than 90, by amounts depending on the

margin of security. Bonds at 4 per cent. 6 per cent and any other rates

of interest than 5 per cent were brought to the same basis by the use of

bond tables.

Fourth Values per bond or per share of stock obtained by the above

methods were multiplied by the amount of the respective issues out

standing as reported to the State Board of Equalization in March. 1912.

8. Accuracy of the computations.

While it is possible that in handling the enormous amount of figures

involved in the computations some errors may have crept in, yet as the

computations were made on machines, were checked and rechecked by
different persons and by many different processes, it is highly improb
able that any serious errors remain. Computations for all the large

companies and for many smaller ones when any doubts arose were sub

mitted to the companies for revision and correction. Most of the repre
sentatives of the companies, while often dissenting as to the validity of

the methods used, have assented to the correctness of the figures.

9. Deductions allowed for n oil-operative property.

Inasmuch as the stocks and bonds stand for and represent not only
the property used in the operation of the particular line of business of

each of the different public service corporations, but also, in many cases,

a considerable amount of non-operative property or of property under
construction and not contributing to the taxable revenues, proper deduc
tions had to be made in each case for such non-operative property. This

presented peculiar difficulties, but in the case of all of the large com
panies these difficulties have been overcome. The elimination was the

more feasible because of the sharp line drawn by our tax laws between

operative and non-operative property.
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The character of the non-operative property, its amount, and the

methods of arriving at the value thereof differed so much for each of the

individual companies that no general explanation of the methods used

can be given beyond the statement that the non-operative property was

valued and deducted before the tax ratios were computed. In every

case care was taken to make the estimates as conservative as possible

and it is believed that the allowance made in each case was a proper one.

In a very considerable number of cases, but all of small companies,

where it was impossible to arrive at the amount of non-operative prop

erty used and represented by the stocks and bonds, deduction from the

valuation was not made, but in lieu thereof the taxes paid on non-

operative property were added to the taxes paid to the State, and the

ratio of taxes to property was computed on the basis of the total taxes

of all kinds paid out of the earnings of the property.

10. Intercorporate holdings.

In many cases corporations were found to be holding the stocks of

other companies, and consequently the value of the stocks of the holding

company was enhanced by the amount of the value of the stocks of

subsidiaries so held. To have included this value would have created

a duplication in every case where the subsidiary company, or partially

subsidiary company, was taxed upon its own gross receipts in its own
name. Care was taken, therefore, to eliminate all such intercorporate

holdings and the valuations were corrected accordingly. In the case of

the large companies this occasioned great labor and research. But as

the results and computations have been checked by the auditors of the

companies and discrepancies and differences of opinion have been

eliminated or explained it is reasonable to assume that the results are

satisfactory.

11. Division of interstate property letiveen California and territory
outside of California.

In the case of companies operating both within and without the State

of California the property was valued as a unit, including all the prop
erty both within and without the State, and then that proportion of

the total property was considered as located in California which the

gross receipts taxed within this State bore to the total gross receipts
of the same general character. This is the application to the appor
tionment of property of the same rule of apportionment as is used in

determining the amount of taxable revenues within California, as laid

down by the Constitution.

Some of the representatives of the companies were inclined to dis

pute the propriety of this division of the property and to advocate a

division upon a mileage basis, but inasmuch as the Constitution lays
down this rule for the apportionment of the gross receipts for purposes
of taxation, it seemed most proper to follow the same rule in the
division of the property.
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At the same time it is but fair to the companies that the effect of

adopting this method should be fully stated. Rather than prejudice

the case by stating it in our own language Ave will refer to the authority

above quoted, namely, the Hon. B. H. Meyers, now a member of the

Interstate Commerce Commission. In Bulletin No. 21 of the United

States census, 1904, Mr. Meyers enumerates the following methods of

apportionment :

I. Single-track Mileage Basis
;

II. All-tracks Mileage Basis;

III. Basis of Funded and other Indebtedness
;

IV. Station Population of Railways as a Basis
;

V. Car-Mileage Basis;

VI. Cost of Construction
;

VII. Density of Traffic
;

VIII. Gross-earnings Basis
;

IX. Net-earnings Basis;

X. Cost of Reproduction.

The Commissioner arrived at the conclusion that &quot;the cost of repro

duction, in many respects, affords the most satisfactory basis for the

solution of the problem of apportioning railway values among states,

and that the net earnings basis stands second in favor.&quot; But he used

the gross earnings basis because less costly and less difficult. He says
further: &quot;Therefore it was necessary to select from all the remaining
methods that one which promised the best results. This method is

the gross-earnings basis for the distribution of values. In theory it

meets the requirements of the problem of distribution of values better

than any of the other available methods, and in practice it has the

advantage of depending upon information which the overwhelming

majority of the railway companies in the United States can furnish.

Besides, it has received much more support among men who should be

qualified to have correct judgments on matters of this kind than any
other. In fact, practical unanimity exists regarding the preferences
for the gross-earnings method, under the circumstances.&quot;

Taking cost and all other factors into consideration the only methods

available for this Board were, a straight mileage apportionment or a

gross-receipts apportionment.
Since the great railways entering California and their terminals

have their chief branch lines and feeders here and obtain large revenues

here, the gross-earnings basis gives California a larger proportion than

the mileage basis. Thus in the case of the Santa Fe the percentage in

California in a mileage basis is 12.4 per cent
;
on the gross receipts basis

it is 16.62 per cent. In the case of the Southern Pacific the mileage in

California is 38.18 per cent of the whole while the earnings are 48.7 per
cent of the whole.
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12. Funds reserved for new construction.

In a number of cases it was found that the outstanding securities

represented funds which were being held in reserve for new construc

tion, or for construction not yet contributing to the earnings of the

company. In all such cases proper deduction has been made. This

may be exemplified by the case of the Northwestern Pacific Railroad,

which is building a long extension of its line for which it has already
raised $5,500,000 in money, none of which contributed to the earnings
of 1911 nor was subject to taxation.

13. The taxes taken into consideration.

The taxes used in the computations were :

First The taxes paid to the State at varying percentages of the gross

receipts.

Second The Panama-Pacific Exposition tax paid by the companies,
both upon their operative and non-operative property. This was

included because in the estimate of the average tax burden on local

taxpayers the Panama-Pacific tax was also included. In a considerable

number of cases it was found possible to ascertain directly the amount
of the Panama-Pacific Exposition tax paid by each of the several com

panies and to add that to the taxes of that company. In other cases,

where the individual amounts could not be readily ascertained, an

addition of the estimated amount was made to the total taxes of the

group of companies. The details concerning this computation air set

forth below, showing exactly how much was added to the grand total

for each group.
Third As explained above, the taxes on non-operative property were

added in all cases where no deduction was allowed from the total valua

tions for the same non-operative property. In short, all taxes paid by
the companies from revenues arising from the property covered by the

stocks and bonds were taken into consideration, unless a deduction had
been made for non-operative property.

14. The companies excluded.

As shown in the accompanying lists certain companies could not be

valued. The reasons for omission are stated opposite each company.
In many cases companies were combined because their properties were

represented only by the securities of holding companies. The Great
Western Power and the Western Pacific were omitted from the tables of

general averages because each is a new company with undeveloped
business. These companies have been valued separately.

15. Discussion of results obtained by using different methods of
valuation.

The way in which the results differ according to the method of valua
tion used is excellently illustrated by the case of The Atchison, Topeka
and Santa Fe Railway Company. The following figures were submitted
by the tax agent of the company :
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1. The stock and bond valuation, made by the Board, the division

between California and extra-California being made upon the percentage
of gross receipts, $88,907,821.

2. The same valuation distributed between states on a mileage basis,

$65,798,206.
3. California operating income, taxes excluded, for calendar year

1911, capitalized at 7 per cent, $80,101,100.

4. California operating income, taxes excluded, for the year 1911,

capitalized at 8 per cent, $70,088,463.

5. California operating income, taxes excluded, for the fiscal year
1910-11, capitalized at 7 per cent. $74,390,193.

6. California operating income, taxes excluded, fiscal year 1910-11,

capitalized at 8 per cent, $65,091,410.

16. Hearings.

On December 16 and 17, 1912, the State Board of Equalization held

open meetings to hear the representatives of the various companies who
wished to discuss with the Board the methods of valuation. Practically
all of the larger corporations and a very considerable number of the

smaller ones were represented at these hearings. A stenographic report
of the hearings was taken, and copy thereof is on file in the offices of the

State Board. On the first day arguments were presented mainly by the

representatives of The Atehison, Topeka and Santa Fe Railway Com
pany and the representative of the California Street Railway Associa

tion. On behalf of the Santa Fe it was urged that :

&quot;This method which is commonly called the stock and bond
method gives a larger valuation to the property of the Santa Fe

Railway than any other method. It is not a method that has been

approved by the Federal courts.&quot;

Citations were submitted of a number of cases in which the courts

approved of other methods of valuation; most of these cases, however,
had to do with valuation for the purpose of rate making

1

. Representa
tives of the Santa Fe Company also submitted arguments in favor of

distributing the stock and bond valuation, if used, between the states

on a mileage basis rather than upon the basis of the proportion of gross

receipts. The same representatives submitted the following arguments

against the stock and bond method of valuation :

&quot;My chief objection to the stock and bond method is that it gives

more recognition to the speculative element. It anticipates values

and gives the largest result of any of the methods that are likely to

receive consideration of the State Board of Equalization. I

consider the most important question of all the questions on the one

hand of valuing the corporate property and on the other hand the

valuing of the general property of the State. * : Our property
is being valued by experts and every item of value is being found

out and has been presented for your consideration. We do not

know as yet how the general property of the State will be valued,



32 SPECIAL REPORT ON TAX RATIO.

but it makes all the difference in the world whether the parcels

selected are typical and whether the deductions upon the meager
basis of facts which you have are correctly made.

He then argued that if too much urban property were included in the

appraisements the ratio of taxes would be too high. He further said :

&quot;But there is another very important consideration: your

appraisers will undoubtedly consider merely the tangible pieces of

property. They will not consider any going concern as a going
concern. For instance, if they were asked to appraise the property
of a successful mercantile or manufacturing establishment they
would take the land and the buildings and appraise each separately
as so many pieces of separate property. That method was not

followed in appraising the railroad property on the basis of the

stocks and bonds. That value takes it as a going concern, and as

a going concern it has larger value than if each piece of property
were considered separately.&quot;

He further argued that in the case of the general taxpayer almost

every one was possessed of some personal property that escaped taxation

entirely, whereas the method of taxation applied to a railroad covered

every element of property that it possessed and every such element was

included in the stock and bond valuation.

The representative of the street railways argued that :

: The stock and bond valuation is a method of valuing the cor

poration s property measured by its debts. The proper method is

the one laid down by Judge Grosscup in a Chicago City Railway
case in which he rejected the stock and bond value placed by the

board of equalization on property of the street railway and sub

stituted a method of value as follows : They took the gross earn

ings of a company, reduced it by the operating expenses and taxes,

made a suitable allowance for depreciation, and capitalized the net

result at the current rate of interest. It was a rate of interest pro
portionate to the hazard of the business and equalized the results as

obtained with other assessments. It is a rule which has been

employed many times since then and it is a rule which measures the

property accurately, specifically, and scientifically, and takes into

consideration every element of value which can contribute to the

value of the property. This stock and bond method is subject to

several criticisms, the principal one of which is that it is subject to

fluctuations. The fluctuations are controlled almost entirely by the

company itself.&quot;

The second day of the hearing was devoted mainly to the examination
of the details of the valuations of the Pacific Telephone and Telegraph
Company, the Southern Pacific Company, the Spreckels Companies in

San Diego, the Western Pacific Company, the Northern Electric, Pacific

Gas and Electric companies. No new arguments as to the character of
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the valuations were presented, but more emphasis was laid upon the

propriety of allowing for depreciation and for fluctuations that enter

into the elements of the stocks and bonds.

All of which is respectfully submitted.

EDWARD ROLKIN,
Member Board of Equalization, First District.

JOHN MITCHELL,
Member Board of Equalization, Second District.

R, E. COLLINS,
Member Board of Equalization, Third District.

JEFF McELVAINE,
Member Board of Equalization, Fourth District.

A. B. NYE,
Controller and Chairman.

T. M. EBY, Secretary.

Sacramento, January 13, 1913.
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TABLE II.

Comparison of Actual Value, Assessed Value and Taxes Paid.

Counties.
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TABLE III.

Municipal Taxes and Assessments 1912.

(San Francisco excluded.)

37

Cities.
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TABLE III. Continued.

Municipal Taxes and Assessments 1912.

(San Francisco excluded.)

Cities.

Glendale -- - -- -
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TABLE III. Continued.

Municipal Taxes and Assessments 1912.

(San Francisco excluded.)

Total municipal

Pacific Grove
Palo Alto
Pasadena
Perris
Pctaluma
Piedmont
Pinole

Pittsburff
Placerville

Pleasanton
Point Arena
Pomona
Porterville

Potter Valley
Red Bluff

Redding-
Redlands
Redondo Beach
Redwood City
Rialto

Richmond 1

Rio Vista
Riverside

Rocklin
Roseville

Ross
Sacramento
Salinas

San Anselmo
San Bernardino
San Buena Ventura
San Diego
San Fernando
Sanger
Sar Jacinto I

San Jose i

San Juan
San Leandro
San Luis Obispo

j

San Mateo
San Rafael i

Santa Ana i

Santa Barbara
Santa Clara i

Santa Cruz
j

Santa Maria !

Santa Monica
j

Santa Paula \

Santa Rosa
Sausalito 1 I

Sawtelle
;

Sebastopol i

Selma
Sierra Madre i

Sisson
|

Sonoma
!

Sonora
South Pasadena

j

South San Francisco
\

Stanton i

St. Helena
;

Stockton
i

Suisun
!

Susanville
j

Taft .

$31,501 44

37,307 20

536,804 81

1,604 35

50,504 79

71,590 39

1,926 88

5,498 50

9,427 44

6,750 00

752 28

126,579 22

31,011 24

3,182 70

16,212 14

22,776 68

112,832 30

23,607 40

32,871 61

4,776 GO

88,800 13

6,524 33

153,253 62

1,200 15

12.321 11

16,074 48

796,906 42

24.600 79

21
,(&amp;gt;r&amp;gt;9

38

78,905 30

29.322 90

774,1)45 25

7,59:i 60

3,1-18 85

7,72!) 15

280,094 54

1,701 51

23,385 75

53,874 25

41,659 31

57,042 90

76.977 60

161,960 75

29,692 70

92,450 53

16,172 26

185,803 72

21,517 04

82,781 51

28,355 30

8,728 89

10,624 32

14,99!) 07

19,945 57

3,281 95

6,775 92

7,705 75

57,123 80

8,898 58

6,(MJ9 45

12,515 05

360,986 66

6.866 29

3,431 11

11.109 31

Total non-oper
ative assessment.

(City roll.)

$2,423,188

3,927,075

49,141,915

160,435

5,050,479

5,965,871

167,555

610,945

785,620

450,00!)

150,45 !

7,671,468

2,128,258

424,361

1,654,300

1,626,906

8,680,220

2,360,740

1,968,360

1,592,000

12,333,352

434,622

9,460,100

200,025

912,675

956,815

63,176,420

2,236,590

1,377,039

4,687,860

1,639,700

49,068,148

759,660

314,885

328,900

23,465,310

113,410

2,338,575

2,762,782

3,107,505

4,875,462

6,414,800

8,823,805

2,091,035

7,187,815

1,078,151

12,400,465

1,195,391

6,131,964

2,039,949

872,889

758,880

857,090

1,366,135

410,237

542,074

1,040,765

4,398,165

1,394,253

606,945

1,251,505

22,283,040

457,753

343,111

896,986

1.30

.95

1.028 1.06 1.11

1.00

1.00

1.20

1.15

.90

1.20

1.50

.50

1.65

1.122 1.50

.75

.98

1.40

1.30

1.00

1.67

.30

72

1.50

1.62

.60

1.35

1.68

1.28

1.10

1.8282

1.65

1.80

1.58

1.00

1.00

2.35

1.20

1.50

1.00

1.95

1.38

1.17

1.20 .

1.69 1.88

1.42

1.08 1.33

1.50

1.394 1.457 1.52

1.80

1.35

1.39

1.00

1.40

1.75

1.46

.80

1.25

.75

1.30

.65

1.00

1.00

1.62

1.50

1.00

1.35

1.15

1.35

1.70

1.48

1.05

1.20
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TABLE 111. Continued.

Municipal Taxes and Assessments 1912.

(San Francisco excluded.)

Cities.
Total municipal

taxes.

Total non-oper-
. ative assessment.

(City roll.)

Tax rate.

Tehachapi $955 60 $95,560 1.00

Tehama 996 05 ! 99,605 1.00

Tracy 7,821 91
|

521,461 1.50

Trinidad 252 03 33,605 .75

Tiopico 9,393 72 :

816,845 1.15

Tulare _. 22,220 32 1,388,770 1.6u

Turlock 14,407 39 1,051,590 1.37

Ukiah 12,034 20
, 1,002,850 1.20

Upland 21,677 25 1,505,365 1.44

Vacaville 8,831 24 519,485 1.70

ValJejo 63,064 19 i 5,045,135 1.25

Venice _ 104,996 30
\

8,175,922 1.30

Vernon 10,609 61
| 1,711,230 .62

Visalia 49,520 82 . 3,194,892 1.55

Watsonville _ 25,643 47 2,442,235 1.05

Watts 10,384 20
; 1,038,420 1.00

Wheatland 3.68664 s 223,433 3.65

Whittier 58,242 00 i 3,409,038 1.41 1.73 1.83

Willitts 5,54982! 470,323 1.1S

Willows 19,069 95 ! 1,501,571 1.27

Winters 5,927 16 I 370,460 1.60
Woodland 29,10620 2,291,622 1.26

Yreka 8,916 16 597,415 1.50
Yuba City .. 6,772 02 564,335 1.20

Totals : $15,950,599 52 $1,145,413,945 I Average, S1.S9
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TABLE IV.

Taxes. Actual Value, and Assessed Value per capita.

Counties.
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TABLE V.

Gross and Net Operating Revenue of Railroads of United States, from Interstate

Commerce Commission Report.

Year ending June 30.

Year.
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TABLE VI. Continued.

Ratio of Net to Gross Earnings of California Railroads and Street Railways, excluding
certain small companies listed in Table XV.

Name of company.
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TABLE VII.

Ratio of Net to Gross Earnings of California Gas and Electric Companies, excluding
certain companies listed in Table XVI.

Name of company. Gross^arnlngs.
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TABLE VII. Continued.

45

Ratio of Net to Gross Earnings of California Gas and Electric Companies, excluding
certain companies listed in Table XVI.

Name of company.
Gross earnings,

j

Net earnings,
j

1911. 1911. Ratl -

Oceanside Electric and Gas Company
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TABLE VIII.

Ratio of Net to Gross Earnings of California Telephone and Telegraph Companies,
excluding certain companies listed in Table XVII.

Telephone companies.
1 Gross earnings

1911.
Net earnings.

1011.

Adelaide Rural Telephone _. $230 95 I $20 80

Arizona, California and Nevada Telephone 7,657 79
{

3,757 95
Bay Cities Home Telephone Company 530,229 00 156,066 00
Bodie Hawthorne Telegraph and Telephone Company.- 1,048 65 323 84
California and Oregon Telegraph Company 10,602 24 284 53

California Northern Telephone and Telegraph Co 4,89;) 38 1,419 16
California Telephone and Light Company 33,615 00 10,633 00

Campbell Telephone Company 312 00 274 00
Chetco Southern Telephone Company 1,715 00 1,180 00
Chinese Camp, Jamestown and Sonora Telegraph Co..- 70 97 33 47
Coachella Valley Home Telephone and Telegraph Co... 2,209 11 699 86
Colusa County Telephone Company 20,895 01 4,383 96
Consolidated Utilities Company 11,854 78 6,421 20
Corona. Union Telephone and Telegraph 12,301 19 8,669 84
Del Norte People s Telephone Company 1,875 60 894 67
Dos Palos Telephone Company 1,884 13 314 74

Downey Home Telephone and Telegraph Company 8,403 59 5,548 18

Dry Creek and Healdsburg Telephone Company 435 20 143 27
Eastside Telephone Company 2,154 16 24 33
Eel River and Southern Telephone Company 5,897 68 1,512 21

Fowler Independent Telephone Company 6,293 47 31 15

Gilroy Telephone Company 4,092 36 798 77
Glenn County Telephone Company 14,108 36 5,499 13
Home Telephone and Telegraph, Los Angeles 1,237,323 01 58?, 882 58

Home Telephone and Telegraph, Pasadena. 128,880 27 &3,513 46
Home Telephone and Telegraph, Santa Barbara !X&amp;gt;,761 37 37,999 61

Home Telephone and Telegraph, Sycamore 133 30 91 30
Home Telephone and Telegraph of Covina 28,411 04 14,350 32

Huntington Beach Company 2,770 39 351 03

Imperial Telephone Company 25,230 89 10,320 07
Inyo Telephone Company 12,402 60 5,347 41

Kerman Telephone Company 590 58
|

163 99
Kern Mutual Telephone Company 45,000 00 21,000 00
Klamath Telephone and Telegraph Company-- 3,555 88 2,143 37

Los Gatos Telephone Company 8,276 63 2,334 82
Lost Hills Telephone and Telegraph Company 2,099 22 127 12

Nevada, California, Oregon Telegraph and Telephone. 1,881 19 979 13
New Freeport Telephone and Telegraph Company 13,081 66 4,031 44

,

Oxnard Home Telephone Company 15,766 35 7,788 68
Pacific Telephone and Telegraph Company 14,751,927 32 3,671,833 22
Paso Robles and Shandon Telephone 1,570 25 670 25
Pomona Valley Telephone and Telegraph Company 54,189 92 27,089 19
Red Hill Telephone Company 176 08 158 08
Redondo Home Telephone Company 5,797 06 773 63
Rio Vista Telephone and Telegraph Company 2,682 05 258 60
Riverside Home Telephone and Telegraph 32,834 51 17,540 09
San Bernardino Valley Telephone and Telegraph 6,293 66 1,132 36

j

San Diego Home Telephone Company 132,773 05 81,175 85
San Fernando Valley Home Telephone 10,500 06 5,977 67
San Gabriel Valley Home Telephone 20,376 58 9,778 61

i

Santa Monica Bay Home Telephone 29,743 87 13,412 OS
Santa Paula Home Telephone 8,432 53 3,350 72

Searchlight and Western Telephone 1,342 52 800 81
Sierra Madre Telephone and Telegraph Company 5,259 56 2,493 63

Siskiyou Telephone Company 4,756 45 1,878 40
Smeltzer Home Telephone and Telegraph Company 5,821 17 3,147 94
Southwestern Home Telephone Company 74,019 45 40,969 47
Tulare Home Telephone and Telegraph Company I 12,500 00 7,748 00
Turlock Home Telephone and Telegraph Company 8,058 50 3,258 50
Union Home Telephone and Telegraph Corporation 129,433 37 56,356 17
U. S. Long Distance Telephone and Telegraph 257,275 54 83,819 48

Upper Dry Creek Telephone Company 453 00 294 70
Western Union Telegraph Company 37,260,978 99 6,603,416 50
West Side Telephone Company 144 00 78 24
Whittier Home Telephone and Telegraph 28,824 22 16,536 98

Willits Telephone and Telegraph Company 2,576 31 542 59

Totals .. $55,153,646 02 $11,636,850 15

!).

40.

30.

31.

29.

90.

60.

47.

31.

54.

70.

48.

17.

66.

33.

1.

26.

19.

39.

47.

65 .

39.

68.

50.

13.

41.

43.

28.

47.

60.

48.

45.

40.

60.

47.

40.

54.

56.

62.

40.

43.

65.

IS.

55.

58.

21.
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TABLE IX.

Stock and Bond Valuation of California Railroads and Street Railways and Ratio of

Taxes thereto, excluding certain small companies listed in Table XV.

Company. Estimated
yalue

Amador Central Railroad
Arcata and Mad River Railroad

Atchison, Topeka and Santa Fe Railway
Bakersfield and Kern Electric Railway
Bay Point and Clayton Railroad
Boca and Loyalton Railroad

Bucksport and Elk River Railroad
Butte County Railroad .

California Street Cable Railroad
California Western Railroad and Navigation Company
Central California Traction Company
Colusa and Lake Railroad
Diamond and Caldor Railway
Fresno Traction Company
Holton Intemrban Railway
Humboldt Northern Railway
Humboldt Transit Company
Iron Mountain Railway
Klamath Lake Railroad
Lake Tahoe Railway and Transportation Company
Los Angeles and Mt. Washington Railway
Los Angeles and San Diego Beach Railway
Los Angeles Railway Corporation
McCloud River Railroad
Mill Valley and Mt. Tamalpais Scenic Railway
Monterey and Pacific Grove Railway
Nevada, California, Oregon Railroad, including Sierra and
Mohawk, Sierra Valley

Nevada County Narrow Gauge Railroad
Nevada County Traction Company
Northern Electric Railway
Northwestern Pacific Railroad
Ocean Shore Railroad
Ontario and San Antonio Heights Railway
Pacific Coast Railway Company
Pacific Electric Company
Pajaro Valley Consolidated Railway Company
Peninsula Railway Company
Petaluma and Santa Rosa Railway
Point Loma Railroad

Quincy Western Railroad
Sacramento Valley and Eastern Railroad
San Diego and Cuyamaca Railroad
San Diego Electric Railroad
San Diego Southern Railway
San Francisco, Napa and Calistoga Railway
San Francisco Oakland Terminals, including East Shore and
Surburban Railway, Oakland Traction (California Rail

ways), and Sari Francisco, Oakland and San Jose Rail

road
San Jose and Santa Clara County Railroad
San Jose Railroads, Incorporated
San Juan Pacific Railway
San Pedro-Los Angeles and Salt Lake Railroad
Sierra Railway of California
Southern Pacific Company
South San Francisco Belt Railroad
Stockton Electric Company
Sugar Pine Railway

;

Sunset Railroad Company :

Tonopah and Tidewater Railroad Company
Union Traction Company
United Railroads of Sari Francisco
Ventura County Railway
Visalia Electric Railroad Company
Yosemite Valley Railroad Company
Yreka Railroad ._

$4,023 94

5,438 38

814,227 56

4,200 35

1 ,933 54

4,427 14

958 74

6,442 56

16,285 30

11,231 76

11,669 10

1 ,025 84

3,440 66

6,792 70

2,274 12

1,522 26

3,254 94

1,396 78

1,014 86

2,687 06

165 24

2,786 46

227,346 90

15,568 76

3,07(5 70

1,499 14

11,429 64

4,886 28

1,129 62

27,490 66

150,972 77

8,7(50 88

2,263 76

7,95980
412,664 53

3,458 32

10,142 76

0,822 36

803 68

297 70

524 52

7,426 78

26,704 24

7,394 68

7,190 12

211 ,211 85

7,344 74

5,749 68

110 80

145,307 79

16,948 94

2,811,286 34

651 80

6,480 92

2,519 74

43,421 00

10,329 00

3,664 58

333,922 90

1,455 46

2,947 30

9,994 44

1,046 90

$594,200

633,000

88,907,821

486,000

214,285

454,390

230,000

1,124,925

2,156,750

1,738,570

2,159,162

105,928

390,000

780,000

180,000

445,500

293,357

227,800

91,410

284,620

17,000

167,957

23,374,042

2,400,000

348,975

118,800

1,664,715

501,528 i

137,030

6,500,000

17,152,105

1,035,000

335,828

1,164,520

44,827,765

590,775

1,410,000

1,022,600

131,000

63,416

100, 000

8(56,971

2,300,000

500,000

1,210,000

.6772%

.8590%

.9158%

.8642%

.9023%

.9743%

.4166%

.5727%

.7550%

.6460%

.5404%

.9676%

.8822%

.8708%
1.2633%
.3417%

1.1093%
.6128%

1.1093%
.9440%
.9720%

1.6588%
.8620%
.6487%

.8814%
1.2619%

.6865%

.9742%

.8243%

.4229%

.8801%

.8464%

.6741%

.6835%

.9206%

.5853%

.7192%

.6671%

.6134%

.4694%

.5245%

.8566%
1.1610%
1.4789%
.5942%

33,604,168

1,462,500

714,400

32,000

13,569,918

2,074,246

289,929,398

50,000

676,580

180,000

5,195,000

772,712

553,950

38,657,775

225,000

240,000

900,000

90,431

.6285%

.5022%
! .8048%

.3462%

j
1.0708%
.8171%
.9696%

1.3036%
.9578%

1.39.38%

.8358%
1.3366%,

.6615%

.8638%

.6469%,

1.2280%
1.1105%
1.1577%

Grand totals
; $5,467,408 07 $601,365,823 .9092%
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TABLE X.

Stock and Bond Valuation of California Gas and Electric Companies, and Ratio of

Taxes thereto, excluding certain small companies, listed in Table XVI.

Company.
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TABLE X. Continued.

Stock and Bond Valuation of California Gas and Electric Companies, and Ratio of

Taxes thereto, excluding certain small companies, listed in Table XVI.

Company.
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TABLE XI.

Stock and Bond Valuation of California Telephone and Telegraph Companies, and Ratio

of Taxes thereto, excluding certain small companies listed in Table XVII.

Company.
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TABLE XII.

Railroads and Street Railways valued at over $5,000,000.

(Market value and ratio of tax to value, separately stated.)

Company.
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TABLE XV.

Railroads and Street Railways Omitted from valuation in the present investigation.

Company.
Taxes,
1912.

Angels Flight Incline $631 50

Bakersfield and Ventura Railroad : 71 88

Butte and Plumas Railroad
|

672 58

California Railway ! 2,348 00

Court Flight Incline
|

80 80

Crescent City Railway... 2,784 16

East Shore and Suburban Railway. 7,507 86

Geary-Street Park and Ocean Railway
|

7,306 68

Glendale and Eagle Rock Railway
;

536 64

Hanford and Summit Lake Railway
Madera Railway _.

90 76

73 36

Modesto and Empire Traction
\

40 32

Oakland and Antioch Railway 569 00

Oakland Traction Railway 123,714 34

I

Oregon and Eureka Railroad 5,153 66

Pacific Gas and Electric Railway 21,329 14

Porterville Northeastern Railway 261 02

Presidio and Ferries Railroad 11,873 08

Santa Barbara Consolidated Railroad 2,673 26

Shasta Springs Scenic Railway 16 64

Sierra and Mohawk Railway 477 96

Sierra Valley Railway 237 92

South San Francisco Railroad and Power 726 96

Company.
Stockton Terminal and Eastern Railroad 629 52

Sutter-Street Railway 534 24

Watsonville Railway and Navigation Co.. 149 42

Reasons for not valuing.

Not a corporation.
Now Ventura County Railway.
Closed by strike.

Controlled by Oakland Traction Co.
Not a corporation.
Operated by Pacific Electric Co., except

freight.

Combined in San Francisco Oakland Ter
minals.

Defunct.
Small road, operating under exceptional
conditions.

Added to Southern Pacific Railroad.

Stock all retained by founder; data inade

quate.
Data insufficient.

Under construction.

Combined in San Francisco Oakland Ter
minals.

Defunct.
Sacramento-Street Car Line, carried into

Gas and Electric.

Under construction.
Franchise expires 1913.

Data insufficient.

Data insufficient.

Included with Nevada-California Railway.
Now Sierra and Mohawk.
Data insufficient.

Under construction.

Combined with United Railways.
Successor to a company sold at foreclosure

in 1911.

TABLE XVI.

Gas and Electric Companies not valued in the present investigation.

Company.
Taxes,
1912.

Reasons for omitting.

Angeles Electric Light and Power Co $1,741 72

Arcata Light and Power Company 126 94

Brookdale Land Company i 35 64

California Consolidated Land and Power 557 38

Company.
Calistoga Electric Company 50 18-

Citizens Natural Gas Company. 362 36

Colfax Hotel Company 60 00

Collins Commercial Company 5 94

Crescent City Light and Water and 229 44

Power Company.
Eagle Rock Water Company 14 86

Escondido Utilities Company -_ 466 16

Estate of F. H. Bell
|

493 26

Exchequer Mining and Power Company.-] 38 18

Ferndale Electric Lighting Company 185 42

Fortuna Lighting Company ! 196 60

G. H. Johnson I 289 40

Glendale Light and Power Company
j

450 00

Great Western Power Company ! 76,440 46

Business incidental to a mine.

Now dead.
Electrical business incidental.

Information inadequate.

Information inadequate.
Information inadequate.
Business incidental.

Business incidental.

Information inadequate.

Electrical business incidental.

Information inadequate.
Not a corporation.
Plant washed away.
Dead.
Dead.
Not a corporation.
Information inadequate.
A new company, not earning up to the

capacity of its plant.
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TABLE XVI. Continued.

Gas and Electric Companies not valued in the present investigation.

Company.
Taxes,
1912. Reasons for omitting.

Hemet San Jacinto Gas Company.
H. G. Lacey Company

Home Gas Company of Porterville

H. S. Roach
Huntington Beach Company
Indian Valley Electric Light and Power !

Company.
Tnglewood Gas Company

j

Jackson Gas Light Company
James Branham I

Joseph Shaw
La Grange Water and Power Company..!
Lassen Electric Company
Little Shasta Power Company
Lompoc Light and Power Company
Loyalton Electric Light Company i

Lytle Creek Power Company
Middle Yuba Hydro Electric Power Co...

Midway Light and Power Company
Minor Mill and Lumber Company
Mt. Diablo Light and Power Company_.

Mt. Knocti Light and Power Company..!
Northern Water and Power Company [

Oro Electric Corporation

Oroville Light and Power Company

Pacific Power Company
Paso Robles Light and Water Company.
Pinole Electric Light and Power Co
Quincy Electric Light and Power Co
Sacramento Valley Power Company
San Benito Light and Power Company-

Santa Catalina Island Company
Santa Maria Electric and Gas Company..
Sebastopol Light and Power Company
Southern California Gas Company
Southern Sierras Power Company
South Sacramento
Standard Consolidated Mining Company
Trinity County Water and Power Co...
Tuolumrie Transmission Company
Ukiah Gas Company
United Light and Fuel and Power Co
West Sacramento Electric Company
Yosemite Power Company

244 Information inadequate.
2,669 20 Does a flour business, impossible to seg

regate.
417 10 Information inadequate.
137 96 Not a corporation.
204 54 Business incidental.

116 74 Information inadequate.

742 OS Information conflicting.

172 04 Not a corporation.
9 86 Not a corporation.

58 40 Not a corporation.
788 48 Information inadequate.
95 20 Began operating August 1, 1911.

13 58 Dead.
401 94 Information inadequate.
193 46 Information inadequate.

1,383 64 Included in Southern Sierras Power Co.
106 18 Information inadequate.
168 00 Included in San Joaquin Light and Power.
150 36 Included in Western States Company.
608 14 Included in Sierra and San Francisco

Power Company.
60 36 In operation only since August, 1911.

2,818 38 Included in Pacific Gas and Electric.

588 04 Included in Oro Water, Light and Power
Company.

2,882 96 Included in Oro Water, Light and Power
Company.

237 73 Information inadequate.
317 00 Information inadequate.
240 48 Information inadequate.
158 40 Not a corporation.

3,068 38 Included in Northern California Power.

1,205 56 Included in Coast Counties Light and
Power.

229 80 Hotel Company.
922 36 Sold to Midland Co. s Gas and Light.
97 68 Dead.

16,786 36 Included in Pacific Light and Power.
228 40 Under construction.

418 42 Dead.
204 26 Business incidental.

40 00 Business incidental.

245 40 Information inadequate.
170 10 Information inadequate.
537 34 Business connected with hotel.

101 84 Information inadequate.

1,337 74 Value almost entirely prospective.
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TABLE XVII.

Telephone and Telegraph Companies Omitted from the Stock and Bond valuations
and the reasons therefor.

Company.
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TABLE XVIII.

California Railroads and Street Railroad Companies.

Basis of estimates.

Per
centage.

Bases. Figures.

72.43

7.92

5.90

5.78

4.74

1.66

.81

.19

.19

.17

.10

.06

Actual quotations of stocks and bonds $435,555,510

Bonds assumed at 90 in view of earnings 47,663,844

Accepted at company s appraisal as reported to State Board of Equalization 35,525,141

Bonds estimated by analogy with other bonds of same system 34,804,744

Income capitalized at 7 per cent 28,537 932

Unclassified 10,015,386

Securities taken at amount paid in 4,903,000
Stock taken at par in view of earnings 1,123,100

Present value as estimated by engineer of State Railroad Commission 1,193,626
Estimated at value of $30,000 per mile of line 1,037,000
Present value reported by company to State Railroad Commission 611,580
Income capitalized at 10 per cent 354,430

Total $601,328,323

TABLE XIX.

California Gas and Electric Companies.

Basis of estimates of values.

Per
centage.







p (TVATE LIBRARY
L. H. PETERSON,

no.





14 DAY USE
RETURN TO DESK FROM WHICH BORROWED

DOCUMENTS DEPT.
This book is due on the last date stamped below, or

on the date to which renewed.

Renewed books are subject to immediate recall.

(642-2569



U.C. BERKELEY LIBRARIES

CDESbSMfllb




